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A Summary of Institute Legislative Policy 
By R A L P H S . J O H N S 
Partner, Chicago Office 
Presented before the Annual Meeting of the American Institute 
of Certified Public Accountants, New Orleans — October 1957 
What is the Institute's po l i cy w i th regard to state accountancy legis-
lat ion? A n y brief answer to this quest ion is l i ke ly to be unsatisfactory. 
The question itself immediate ly begets another: In what sense can the 
nat ional society of C P A s be said to have a po l icy o n state matters? 
Ac tua l l y the A m e r i c a n Institute does not have a " p o l i c y " i n the sense that 
impl ies extensive pub l ic relat ions act iv i ty on the loca l level and lobby ing 
i n the state legislatures. 
The Institute's po l icy is rather to wo rk wi th the ind iv idua l state C P A 
societies. It does not enlist the support of outside groups or sponsor the 
int roduct ion of state legislat ion of any k i n d . However , i n the interests of 
the accountancy profession on the nat iona l scene and wi th the hope of 
e l iminat ing some of the diversi ty wh ich now prevai ls among state account-
ancy laws, the Institute has developed a legislative po l icy , implemented 
by a fo rm b i l l , wh ich it recommends to those state societies of C P A s 
seeking assistance. 
E V O L U T I O N O F P O L I C Y 
Before attempting to state precisely what this po l i cy is, I'd l i ke to 
review briefly some of the steps i n its evolut ion over the past twenty-five, 
years or so. The pr inc ipa l point over wh ich C P A s have disagreed dur ing 
this per iod is whether C P A s should seek legislat ion of the regulatory or 
of the permissive type. 
Under a permissive law anyone may per form account ing, audit ing, 
and tax services for whoever is w i l l ing to h i re h i m . H e may, if he chooses, 
ho ld himself out as a pub l i c accountant. B u t he may not use the title 
"Cer t i f ied P u b l i c Accoun tan t . " Th is tit le is reserved for those who have 
met the prescr ibed standards of educat ion and experience and who have 
passed the un i fo rm C P A examinat ion. T h e whole purpose of a law of 
a permissive type is to cont ro l the use of the C P A title, not to regulate 
the practice of pub l ic accountancy itself. 
Regulatory laws, on the other hand , contro l i n vary ing degrees the 
pract ice of pub l ic account ing. Cogn izance is usual ly taken of two titles, 
"Cer t i f ied P u b l i c Accoun tan t " and " P u b l i c Accoun tan t . " I n order to prac-
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tice as a professional pub l ic accountant, each holder of a C P A certificate 
or a P A l icense must be registered wi th the state board of accountancy. 
Non-registrants are not on ly prevented f rom using these tit les, but they are 
also prohib i ted f r om engaging i n specif ied account ing activit ies. A s wi th 
the permissive laws, standards of educat ion and experience for certif ied 
pub l i c accountants are established and an examinat ion is prov ided for. 
B a c k i n the twenties and thirt ies, the quest ion of regulatory versus 
permissive legis lat ion sharply d iv ided the Institute and the A m e r i c a n 
Society of Cert i f ied P u b l i c Accountan ts . The Society act ively promoted 
regulatory legis lat ion; the Institute general ly opposed it. In 1934, pr ior to 
the merger of the A m e r i c a n Society and the Institute, the C o u n c i l of the 
Institute adopted a resolut ion to the effect that regulatory legislat ion was 
in im ica l to the interests of the cert i f ied pub l ic accountant and the business 
publ ic . In 1940, after the merger of the two groups, C o u n c i l changed its 
posi t ion and stated that the nat iona l organizat ion neither opposed nor 
advocated regulatory legislat ion but left the matter for the states to decide. 
T h i s pos i t ion of neutral i ty lasted unt i l October 1944, when C o u n c i l 
voted to express a preference for regulatory legis lat ion, prov ided that 
there were no restr ict ions on interstate pract ice. U n d e r the authori ty of 
C o u n c i l the commit tee on state legislat ion i n 1945 publ ished a fo rm of 
regulatory pub l i c account ing b i l l wh i ch it felt embodied the legislative 
pr incip les approved by C o u n c i l . Th is b i l l contained l ibera l provisions 
regarding temporary pract ice and the issuance of recogni t ion certificates 
to out-of-state C P A s . In 1946 a po l l of the Institute's membership con -
ducted by the commit tee on state legislat ion showed a preponderance of 
op in ion i n favor of regulatory legislat ion. In M a y of that year C o u n c i l 
reaff irmed its approva l of regulatory legislat ion. 
In the two years fo l lowing a good deal of opposi t ion to the Institute's 
legislative po l icy was expressed by members favor ing laws of the permissive 
type. The result was that i n November 1947 C o u n c i l adopted a resolut ion 
instruct ing the commit tee on state legislat ion to re-examine the Institute's 
posi t ion. In September 1948, C o u n c i l resolved that the Institute should 
abandon its po l i cy i n favor of regulatory legislat ion and adopt a neutral 
posi t ion. 
D u r i n g this neutral i ty per iod , wh i ch lasted f rom 1948 to 1956, the 
committee on state legislat ion studied the legislative provis ions wh ich were 
c o m m o n to both regulatory and permissive laws. In A p r i l 1952, the c o m -
mittee presented to C o u n c i l a set of nine legislative pr inciples appl icable 
to either type of law. In October 1952, C o u n c i l adopted one of the legis-
lative committee pr inc ip les — that recommending that state boards should 
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be author ized by statute to promulgate rules of professional conduct . The 
others were referred back to the commit tee for further study. 
In A p r i l 1953, C o u n c i l approved the legislat ion committee's request 
to issues a series of studies on the other eight points it had previously 
proposed. B y last year the committee had prepared four of these studies 
and distr ibuted them to state societies. They were reasoned statements of 
the pro and con arguments on each propos i t ion; near ly a l l inc luded the 
committee's po l i cy recommendat ion. T h e titles of these studies were as 
fo l lows: " T h e Compos i t i on of State Boards of A c c o u n t a n c y " ; " T h e Owner -
ship of Accountants ' W o r k i n g Pape rs " ; " T h e Pract ice of Accoun tancy by 
Partnerships and Corpo ra t i ons " ; and "Unau tho r i zed Use of the C P A 
T i t l e . " O f these, Study N o . 2, " T h e Ownersh ip of Accountants ' W o r k i n g 
Papers , " was publ ished in the January 1956 issue of The Journal of 
Accountancy. Cop ies of the others are avai lable on request f r o m the 
Institute's office. 
A l s o in this per iod another legislative question demanded a good deal 
of attention: the diff icult and important p rob lem of interstate pract ice. 
E a r l y i n 1952 a committee was appointed to deal wi th this matter. In 1953 
the committee on interstate pract ice issued a report summar iz ing po l icy 
recommendat ions in this area. The report contained seven points, was sent 
to state societies, and was pr inted in The Journal and The CPA. The pos i -
t ion taken in the report was accepted as po l i cy by C o u n c i l in M a y 1954. 
Since accountancy is nat ional rather than loca l in character, it was felt 
that barriers to interstate pract ice shou ld be e l iminated and that there 
should be l ibera l statutory provis ions for temporary pract ice and for the 
issuance of recognit ion certificates to out-of-state C P A s . 
F O R M B I L L 
The neutral i ty posi t ion in the matter of permissive versus regulatory 
legislat ion lasted unt i l A p r i l 1956. T h e committee on state legislat ion and 
the executive committee both recommended that C o u n c i l should abandon 
the neutral posi t ion and to go on record as favor ing regulatory legislat ion. 
C o u n c i l voted to abandon the neutral i ty po l i cy and asked the committee 
on state legislat ion to prepare a regulatory b i l l as a guide to state societies. 
In August of last year the committee on state legislat ion met i n Lou isv i l l e 
and wi th the assistance of legal counsel drafted the " F o r m of Regula tory 
Pub l i c Accoun tancy B i l l , " wh ich was based largely on the 1945 b i l l . Las t 
September, C o u n c i l approved a statement of nine legislative pr inc ip les, 
thus re-establishing an off icial po l i cy i n favor of regulatory legislat ion. 
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A few days later the Institute's executive committee approved a statement 
on the pract ica l impl icat ions of the new pol icy. 
Be fo re we examine this po l i cy more closely, it should be observed 
that these po l i cy changes do not imp ly vac i l la t ion on the part of the 
Institute's C o u n c i l or committees. They reflect rather the changing views 
of the profession as a whole. T w o enlightened and intell igent men, fu l ly 
aware of a l l the facts, and exercising c a l m , and dispassionate judgment, 
may st i l l differ over wh i ch type of accountancy legislat ion should be recom-
mended. Those favor ing regulatory legislat ion at present appear to be in 
the major i ty. O f the four states wh ich have recently conducted op in ion 
pol ls on the quest ion, three have been in favor of regulat ion. The fact that 
there is a major i ty i n favor of regulatory legislat ion, however, does not 
mean that there is unanimi ty on the question. F o r this reason we must 
guard against internal dissension wh ich may result f rom heated advocacy 
of one type or the other. 
POLICY STATEMENT 
The basic po l i cy statement was approved by a large major i ty vote 
of the C o u n c i l at the Institute's annual meeting i n Seattle. Th is statement 
embodies the fo l lowing nine legislative points: 
1. The pub l i c welfare, wh i ch is affected by the activit ies of certif ied 
pub l ic accountants and of persons cal l ing themselves publ ic 
accountants or using s imi lar designations, justifies the enactment 
of l icensing laws wh ich establish measures of contro l and stand-
ards of competence for professional accountants. 
2. U l t imate ly a l l professional account ing work should be performed 
by cert i f ied pub l ic accountants, who have satisfied educat ional 
and experience requirements and have demonstrated competence 
by passing examinat ions. U l t imate ly a l l other persons should be 
prohib i ted f rom using the term "pub l i c accountant" or any other 
term wh ich may be taken to mean that the person so designating 
himself is competent to pract ice accountancy at a professional 
level . 
3. The attainment of the ul t imate objective of l imi t ing the professional 
pract ice of accountancy to certif ied pub l ic accountants in terms 
of t iming and of the manner of accompl ishment must be decided 
by each state in the l ight of exist ing circumstances and without 
pressure f rom outside the state for immediate act ion. 
4. Const i tu t ional provis ions require that persons in practice as publ ic 
accountants as pr inc ipals when a l icensing law is enacted must 
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not be depr ived of their means of l i ve l ihood. Such persons must 
therefore be permit ted to register, and in so do ing should become 
subject to cont ro l and to provis ions for revocat ion of their 
l icenses for unprofessional conduct . 
5. A f te r the in i t ia l l icensing of pub l i c accountants no further regis-
trat ion should be permit ted except for those who acquire the 
C P A certificate by examinat ion, since the pub l ic wou ld be 
confused by the perpetual l icensing of two classes of professional 
accountants under s imi lar titles but wi th different standards. 
6. In the states and territories wh ich have adopted a l icensing law, 
reopening the registration of pub l ic accountants wou ld be con -
trary to the pub l ic welfare, since it wou ld attribute professional 
competence to persons who had not demonstrated such c o m -
petence. 
7. O n l y certif ied pub l ic accountants or pub l ic accountants subject to 
cont ro l under l icensing provis ions should be permit ted to sign 
financial statements wi th any word ing indicat ing that they have 
expert knowledge of account ing or audi t ing. 
8. N o one should be prevented f rom do ing account ing work for more 
than one employer, p rov ided he does not ho ld himself out as a 
certif ied publ ic accountant or pub l ic accountant, or does not 
sign financial statements in a manner wh ich adds to their 
credibi l i ty. 
9. F ree passage of certif ied pub l ic accountants and other l icensed 
pub l ic accountants across state l ines in response to the needs of 
their clients should not be impeded by legislat ion. 
PRACTICAL IMPLICATIONS 
The statement of the executive commit tee on the pract ica l imp l i ca -
tions of the new po l icy said in effect that the Institute wou ld not do any-
thing designed to initiate legislative changes in any state unt i l the state 
C P A society concluded that such act ion was t imely. The Institute is 
pledged to support any state society i n any legislative program, permissive 
or regulatory, wh ich is designed to raise professional standards and wh ich 
is not inconsistent wi th Institute po l icy . 
The question has been asked, " W h a t wou ld the Institute do if an 
association of public accountants sponsored the fo rm b i l l i n a state legis-
lature and then sought Institute approva l , when it was known that the state 
C P A society was opposed to regulatory legis lat ion?" The committee on 
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state legislat ion considered this question at its recent meeting i n Ch icago 
and conc luded that in such circumstances the proper course of act ion wou ld 
be for the Institute to take no posi t ion on the matter and to tel l the P A 
society that the Institute regards such act ion as unt imely unless and unt i l 
it is approved by the loca l C P A society. 
The present f o rm of regulatory pub l ic accountancy b i l l was prepared 
by the committee on state legislat ion and approved i n pr inc ip le by C o u n c i l . 
If a law based on this b i l l were enacted, the effect wou ld be that a l l certif ied 
pub l ic accountants and a l l those engaged in pract ice as pub l ic accountants 
wou ld be requi red to register w i th the state board and to obtain a permit. 
Thereafter only l icensed persons wou ld be permit ted to use professional 
titles and to sign audit reports w i th any word ing indicat ing that they had 
expert knowledge in account ing or audit ing. Un l i censed persons wou ld be 
permit ted to render tax and bookkeeping services for more than one 
employer , but they cou ld not use the pub l ic accountant tit le or express 
opin ions on f inancia l statements. 
Since such a law authorizes the board to promulgate rules of profes-
s ional conduct, one of the most important results wou ld be that a l l prac-
tit ioners of pub l ic accountancy at the professional level wou ld be required 
to abide by rules of professional conduct. Th is wou ld apply to registered 
publ ic accountants as we l l as to C P A s . 
Since the law wou ld not prov ide for the cont inuing registration of 
pub l ic accountants after the in i t ia l registrat ion, the effect wou ld be that 
ult imately only C P A s wou ld use professional titles and wou ld per form 
accountancy work at the professional level . 
W h y are pub l ic accountants permit ted to register at al l? Because they 
were already i n pract ice as pub l ic accountants, and const i tut ional p rov i -
sions require that they be permit ted to cont inue to earn their l i ve l ihood. 
It should be noted, however, that under such a law on ly those whose con -
st i tut ional rights are endangered w o u l d be permit ted to register. Staff 
accountants, government accountants, and others whose work may be 
related to accountancy wou ld not be l icensed, because their consti tut ional 
rights wou ld not be affected. 
It should be made clear beyond a l l doubt that a law of this type per-
mits pub l ic accountants in practice to register not because such registration 
is considered to be i n the best interest of the pub l ic but because const i tu-
t ional rights demand that such persons be permitted to register. Registrat ion 
therefore does not constitute the state's stamp of approva l on the qual i f ica-
tions of registrants. It s imply permits them to cont inue to do what they 
have been do ing a l l a long. 
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OTHER FEATURES 
Other features of the Institute's f o rm b i l l I w i l l ment ion brief ly i n 
passing. Counse l for the Institute has expressed the op in ion that the b i l l 
is const i tut ional . The b i l l does not attempt to carve out a b road area of 
account ing practice and reserve it exclusively to those registered under the 
terms of the law. In fact, pub l ic account ing is not defined i n such a law 
nor is the pract ice of publ ic account ing restricted to those registered. The 
on ly way it differs i n essence f rom a permissive law is that the use of p ro -
fessional titles and the expression of op in ions are restricted to registrants. 
G E N E R A L O B S E R V A T I O N S 
It is important to dwel l on these points because when the Institute 
takes a posi t ion i n favor of regulatory legislat ion this does not mean that 
it wou ld approve of a l l types of regulatory laws. It is on ly the type of 
regulatory law under discussion that w o u l d receive the approva l of the 
Institute's C o u n c i l and committee on state legislat ion. 
The educat ion and experience requirements set forth i n Sect ion III 
of the fo rm b i l l are substantial ly those recommended for the transi t ional 
per iod by the C o m m i s s i o n o n Standards of Educa t i on and Exper ience for 
Cert i f ied Pub l i c Accountants . That is, there is a gradual upgrading of 
requirements unt i l at the expirat ion of s ix years f rom the effective date 
of the law a baccalaureate degree wi th a major i n account ing wou ld be 
required of a l l appl icants to sit for the examinat ion. Before becoming 
certif ied such candidates wou ld have to meet a m i n i m u m of two years' 
experience i n the pub l ic pract ice of accountancy. It is to be noted that 
the b i l l makes no prov is ion for the substi tut ion of other types of account-
ing experience. 
The b i l l incorporates nearly a l l the pol ic ies that were developed by 
the legislat ion committee dur ing the neutral i ty per iod. It also includes the 
recommendat ions of the interstate pract ice commit tee regarding the issu-
ance of recognit ion certificates both to out-of-state C P A s and to foreign 
accountants. N o r is there any restr ict ion on temporary pract ice by account-
ants l icensed elsewhere. In this connect ion, the current b i l l represents an 
improvement over the 1945 b i l l in that it permits the issuance of temporary 
certificates that w i l l enable out-of-state C P A s who have appl ied for 
recognit ion certificates to pract ice unt i l their appl icat ion is either approved 
or denied. Partnerships of C P A s wi th offices i n more than one state may 
be permit ted to register and ho ld themselves out as C P A s if resident 
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partners ho ld loca l certificates and a l l other partners ho ld certificates 
issued by some other state or terr i tory of the Un i t ed States. 
The committee o n state legislat ion is engaged in a cont inuing study of 
the text of this b i l l and has already recommended several m inor amend-
ments. The b i l l has been publ ished in Commerce C lear ing House 's Account-
ancy Law Reporter. Amendments approved by the committee are sent to 
Commerce C lea r ing House and the text of the b i l l can thereby be kept 
up to date at a l l t imes much as if it were an enacted law. 
It should be ment ioned that a l l of the documents wh ich I have men-
t ioned are avai lable to state societies on request f r om the Institute's office. 
The pr inc ipa l ones inc lude the fo rm b i l l , Fonta ine C . Brad ley 's op in ion 
of the const i tut ional i ty of this b i l l , statement of po l i cy approved by C o u n -
c i l , the pract ica l impl icat ions of this po l i cy approved by the executive 
committee, and a summary of the pr inc ipa l provis ions of the b i l l inc luded 
in the Augus t 1956 report to C o u n c i l of the committee on state legislat ion. 
A l s o avai lab le, of course, though now sl ightly outdated by the po l icy 
change, are the studies prepared by the committee on state legislat ion and 
the general report of the committee on interstate pract ice. 
I n c losing this account of the development of the present po l icy , I'd 
l i ke to state again that the Institute has no desire whatever to force its 
pol ic ies on any state. It recognizes that state legislative activity is subject 
to loca l effects wh ich can best be evaluated by the state societies. It recog-
nizes further that its b i l l is not a mode l b i l l but s imply a guide to societies 
p lanning legis lat ion. The Institute's committee on state legislat ion feels 
that many details of the b i l l are subject to change to accord wi th loca l 
condi t ions, but it also believes it desirable that state laws conform in p r in -
ciple to the fo rm b i l l . It feels that when more and more laws l ike the fo rm 
b i l l are enacted, the present confused legislative picture w i l l be clarif ied 
and a measure of un i formi ty achieved. There is no doubt i n our minds 
that when this day comes the best interests of the accountancy profession 
and of the general pub l i c w i l l have been served. 
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